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FROM SPECIAL ECONOMIG TEAM 
_ DISTRIBUTION] 7 IN 2 DAYS HAVE HELD DISCUSSIONS ON AFF PROGRAM AND PANAMATS ; 
ECONOMIC & SOCIAL PROBLEMS AND PROSPECTS WITH EMBASSY AND MISSION | 
PERSONNEL, GOP OFFICIALS IN PLANNING, AGRICULTURE & FINANCE 
DEPARTMENTS; THE PUBLIC WORKS MINISTER; LOCAL BUSINESSMEN; 
OFFICIALS OF THE PRIVATE BANKS, IDB AND WORLD BANK, FORTHCOMING 
ELECTIONS UPPERMOST WITH MOST PANAMANIAN OFFICIALS AT CURRENT ° 
TIME, HOWEVER, SOME GENERAL PRELIMINARY POINTS CAN BE MADE, 


ACTION 


A, GOP WILL SOON BE EXPECTING U,S, REACTION TO DEVELOPMENT 
PLAN, WILL PROBABLY ASK CIAP TO TAKE LEAD WITH FINANCING 
AGENCIES, WE HAVE INDICATED READINESS TO DISCUSS PLAN AND PRO. 
POSED DEVELOPMENT AND REFORM EFFORTS WHEN "WISE MEN" REPORT 
AVA\LABLE, DISCUSSION WILL NEED INCLUDE REPRESENTATIVES OF 

THE GOVERNMENT~ELECT TO BE FRUITFUL, 


B, AS FIRST PRIORITY CT WILL SUBMIT RECOMMENDATIONS ON PENDING 
v2 $3 MILLION BUDGET SUPPORT AND ACCELERATE ACTION ON THE RURAL 
~IOHNSON CADASTRAL AND FEASIBILITY LOANS, GOP OFFICIALS UNDERSTAND NEED 
oe FOR THEIR ACTION ON FEASIBILITY AND RURAL DEVELOPMENT LOANS, 

~~ SAL (BER! 
“ect wy sw | Cy WHILE NOT POSSIBLE TO ASSESS FUL IMPACT OF POST JANAURY 9 
EVENTS ON THE ECONOMY, THERE ARE A NUMBER OF SIGNS WHICH BEAR 
meee] FURTHER EXAMINATION, PARTICULARLY IF REQUESTS FOR ADDTIONAL . 
ri BUDGET SUPPORT MAY BE IN THE OFFING, IMF TEAM SHOULD SCHEDULE 
VISIT AND EXAMINE CREDIT SITUATION, GOVERNMENT REVENUE AND 
Ws EXPENDITURE ACTION WILL NEED TO BE CLOSELY WATCHED OVER NEXT 
hers | FEW MONTHS, 


Bxim D, MISSION WILL BE FINALIZING POSSIBLE UL, ASSISTANCE IN KEY . 
ese REFORM FIELDS, AGRICULTURE, TRANSPORTATION ANu PRIVATE ENTER 
FAL PRISE WHICH CAN BE DISCUSSED WITH NEW GOVERNMENT-ELECT, COMPOS] ~ 
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eogtreeneemener ements 


- TION AND STRATEGY OF ASSISTANCE PROGRAM MAY NEED TO BE ALTERED 
DEPENDENT ON THE ELECTORAL VICTOR AND OTHER CONDITIONS, 


omg cote 


gy SEVERAL INTERESTING OPPORTUNITIES APPEAR TO EXIST IN INFLUENCING 
PANAMA ECONOMIC AND SOCIAL DEVELOPMENT: (1) UsS» ASSISTANCE, PRE~ 
FERABLY INDIREGT THROUGH IDB-SPTF, MAY BE USEFUL IN SUPPORTING THE 
INSTALLATION OF PRO-DEMOCRATIG LEADERSHIP IN THE UNIVERSITY, PROPOSED 
ICETEX TYPE SGHOLARSHIP PROGRAM WITH PRPER SAFEGUARDS SHOULD RECEIVE 
OUR SUPPORT, 1DB SHOULD BE CONTACTED AS TO THEIR REGENT EVALUATION OF 
THE UNIVERSITY AND THEIR PLANS, (2) A JOINT OPERATION WITH THE WORLD 
BANK OF A PIF TYPE FUND IN THE BANGO NACIONAL UTILIZING THE EXISTING 
COMMERGIAL BANKS, FOR LIVESTOCK DEVELOPMENT AND AGROINDUSTRY NEEDS 
TO BE ACTIVELY EXPLORED, (3) THE ESTABLISHMENT OF CIVIC MINDED GROUPS 
| YN THE SOGIETY ARE A REAL NECESSITY, IN ADDITION TO CURRENT LEAGUE 
GF WOMEN VOTERS WORK WITH WOMEN SUPPORT MAY BE NECESSARY FOR A GROUP 


OF BUSINESSMEN TO ESTABLISH A U,S, COMMITTEE FOR ECONOMIC DEVELOPMENT 
TYPE ORGANIZATION, 
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CAP 
To US/Pannmma velations } 
PR ! 
AID Following declacation issued today by Chaixman DELAVALLE 
P | 


USIA (Peru) in meeting Counell OAS: 


INR QUOTE In accordance with the friendly declarations of the Presi~ 


—s dents of the United States of America and of the Republic of 
pee Panama of the 21st and 24th of March, 1964, respectively, annexed | 
ie hereto, which ave in agpveement in a sincere desixe to resolve : 
2 favorably all the differences between the two countries; | 


Meating under vhe Chatisaancship of the President of the Council 
and recognizing the impuxtant cooperation offered by the Organiza~ 
tion of Amevican Siaten thigh the TntescAmerican Peace Committee 
and the Delegation of the General Committee of the Organ of 
Consultation, the Reprosentatives of both governments have agreed: 


1, To reestablish diplomatic velations,. — 
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UNCLASS IFTED 


2, To desimate without delay Special Ambassadors with sufficient 
powers to seek the prompt elimination of the causes of conflict 
between the two cauntries, without limitations or preconditions 
of any kind, 

3. That therefore, tho Ambassadors designated will begin imme- 
diately the recessary procedures with the objective of reach- 
ing a just and fair agrea.ent which would be subject to the 
constitutional processes of each country. UNQUOTE 

Interpretive staterent likewise issued by Chairman: 

QUOTE The Chairman of the General Committee of the Organ of Consulta- 
tion records that the parties agree that both texts are equally 
authentic and that the words agreement’ in the English version and 
‘convenio’ in the Spanish version cover all possible forms of interna- 
tional engagements, WNQUOT'E 

Department anticipares diplomatic relations will be resumed wave 
promptly 

c as peotocolary procedures accomplished. 

You may wish infory FOKGFY at early opportunity. 

(President: Johnson Murch 21 atatement carried WF-11. Assume 
President Chiari March 74 state-ent already provided FONOFF by PAN 
Ambassador. ) 
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cap | RUEKDA/NMCC Eg a SUK, wa ae 
6 |RULPAK/ COMUSARSO 
? | RUEANF/ COM USAF SO . : — 
ALD | RULBCR/ COMUSNAV SO | ‘ 
P ;ZEN/CANAL ZONE GOVERNMENT 4; : 
USIA |RUESVA/ AMERICAN EMBASSY PANAMA — 
Ngc | RUCQHKB/CINCSTRIKE 
INR RUCKHC/ C INCLANT 
ae RULPBH/C AS j 
aCe j RUEKCL/ CT 44.9 —— 
/ RMR #C. CC ONRTDENTIAL (SC3450D,) SUBJECT: 
INTELLIGNECE SUMMARY, PANAMA, AS OF 112400Z MAY 64. i 
- 1, MINOR SCUFFLES BETWEEN THE MAJOR POLITICAL : 
-FACTIONS WERE QUICKLY CONTROLLED BY THE GUARDIA NACIONAL ; 
'CGN) AS THE ELECTION BOOTHS CLOSED APPROXIMATELY 1800R : 
-10 MAY . THE G DISPERSED A CROWD OF ARNULFO ARIAS 
[SUPPORTERS IN SANTA ANA PLAZA AFTER THEY THREW ROCKS |. 
AT CARS BEARING BANNERS FOR MARCO ROBLES, THERE WERE |, 
: NO MAJOR DISTURBANCES AND BY 2300R 10 MAY PANAMA CITY — 
: “WAS VERY QUIET. 2 
: 
‘PAGE 2 RULAPL 06 G-O-N-F-IDEN TIAL a 
4 a. «AT O230R 11 MAY SEVERAL MEMBERS OF THE ELEC-° 
! ‘TORAL TRIBUNAL REPORTEDLY BECAME DRUNK AND LEFT THE : 
} TRIBUNAL. THEY WERE REPLACED BY MEN LOYAL TO THE UNO, : 
| THE GOV ERNMENT COALITION. 
k 3. «ALTHOUGH INITIAL RETURNS GAVE ARNULFO ARIAS THE 
| LEAD IN THE PRESIDENTIAL RACE, ROBLES FORGED AHEAD IN. 
| THE COUNT BY THE MORNING OF If MAY. AS OF 1700R 11 MAY, 
UNOFFICIAL TOTALS WERE; : 
MARCO A. ROBLES 117,788 
: ARNULFO ARIAS 96, 094 
bw. . JUAN.DE.Ae. GALINDO. . . 20,899 (1300 | 
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-2- SC3450D, DIG 17223562, FROM USCINCSO 


PWITH 942 OUT OF 1137 VOTING TABLES REPORTING, “7-7 Ty 
f 4. AN ANNOUNCEMENT OF A ROBLES VICTORY WILL PROBABLY 
{ BRING ARNULFISTAS OUT INTO THE STREET AND SOME SKIRMISHES — « 
! MIGHT DEVELOP, HOWEVER, THE GN HAS STATED IT INTENDS TO 
PERMIT NO VIOLENCE AND WILL MOVE QUICKLY AGAINST ANY TROUBLE 
MAKERS. THE ARNULFISTAS ARE DISORGANIZED AND ARE NOT CON- 
SIDERED CAPABLE OF CARRYING OUT ANY SIGNIFICANT MOVEMENT 
AGAINST THE GOVERNMENT OR ITS POLITICAL SUPPORTERS. MUCH 
j WELL PROBABLY DEPEND ON THE REACTION OF ARNULFO HIMSELF 


| : 
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TO RUEKDA/JCS 
RUEAHQ/CSAF 
RUECW/CNO 
RUECEM/CMC 
RUCKHC/CINCLANT 

RU CQHKB/CINCSTRIKE 

RUCS BR/CINCSAC 

RULPAL/CINCSO 

RUWGALB/CINCONAR 
RUCKHC/CINCLANTFLT 
RULGN/CONANTDEFCOM SAN JUAN PR 
RUCKHD/CG FMFLANT NORFOLK VA 
RUCDAQ/AFCS 

RUCDAA/MATS 

RUWGALE/ ADC 

RUCOC/CINCARSTR IKE 

RUCBCR/XVIII AB CORPS 
RULPAK/COMUSARSO FORT AMADOR CZ 
RULBCR/COMUSNAVSO FORT AMADOR CZ 
RUCDSQ/AFLC 

RUEAHQ/FAA 

RUEPIA/CIA WASH DC 

RUEAHQ/NSA FT MEADE MD 
RUEPDS/DCA WASH DC 

RUEAGQ /EASTAF 

RUWHDL/WESTAF 

ZEN/450@TH ABW LANGLEY AFB VA 
RUCQDD/363TACRWG SHAW AFB SC 
ZEN/463TRPCARRWG LANGLEY AFB VA 
RUCQDD/S AF SHAWAFB SC 
RUCQDF/464TRPCARRWG POPE AFB NC 
RUWGAR/12AF WACO TEX 
RUCQBP/S39AIRDIV SEWART AFB TENN 
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RUCQBP/31L4TRPCARRWG SEWART AFB TENN 
RUWGAD/4@1TACFTRWGENGLAND AFB LA { 
RUWGJG/516TRPCARRWG DYESS AFB TEX : 
RUCQDD/5@7CCGP SHAW AFB SC : 
ZEN/1913COMMSQ LANGLEY AFB VA ; 
RUCQDD/3WEASQ SHAW AFB SC ; 
RUWGAR/25WEASQ WACO TEX ; 
ZEN/DET 2 2WEAGP LANGLEY AFB VA ‘ 
RUCQHKB/DET 1 QWEAGP MACDILL AFB FLA ’ 
RUCQBA/MOAMA BROOKLEY AFB ALA ; 
RUCQDD/837COMBAT SUPPORT GP SHAW AFB SC 
RUCQDD/363TAC HOSPITAL SHAW AFB SC 

RUCQDF/1 AEROMEDICAL EVAC GP POPE AFB NC 
RUCQGMO/671ACW SQ KEY WEST NAS FLA 
RUCSBR/3WW OFFUTT AFB NEB 

RUCSBR/DET 1 3WW OFFUTT AFB NEB 
RUCDAA/8WEA GP SCOTT AFB ILL 

RUEANFA/DET 5 2WEAGP HOWARD AFB CZ 
RUCQDH/4TFW SEYMOUR JOHNSON AFB NC 
RUCQGL/48ARS EGLIN AFB FLA 

RUEANF/EASTERN AR CENTER DET ALBROOK AFB CZ 


DPLW-LW 4-12062. APPENDIX V, ANNEX C TO 
CINCAFSTRIKE SPECIAL OPLAN AC. 


t. (S) WHEN UNDER THE OPERATIONAL CONTROL OF CINCAFSTRIKE3 


Ae REPORTS WILL BE IAW TACM 55-12 UNLESS OTHERWISE DIRECTED. 


Be REPORTS WILL BE ADDRESSED TO USAFSTRIKE COMMAND POST, INFO’ 
USCINCSO COMMAND POST, USAFSO COMMAND POST. 


Ce TACOP LINEUP REPORT. UPON RECEIPT OF NOTIFICATION OF PENDING 
DEPLOYMENT, ALL AFFECTED UNITS WILL SUBMIT LINEUP REPORT. 


(1) FORMAT: 


(A) UNIT (HEADING ) 
(B) COL 1 - AIRCRAFT SERIAL NUMBER 
UKSO EXEN (D) COL 3 - AIRCRAFT MAINTENANCE STATUS. 


(E) COL 4 - PILOT'S LAST NAME 
(F) COL 5 = REMARKS (COLS5 FOR NUMBER) FOOTNOTE FOR TEST. 
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INCOMING 


MESSAGE THE JOINT CHIEFS OF STAFF 


DY IME: ASAP, E N : P : is F 
SCHEDULED DEPARTURE TIME. 2 


(3) SUBMIT/IMMEDIATE/CLASSIFIED TWX VIA SWIFT ROUTING. 
(4) SPECIAL INSTRUCTIONS: 


(A) PILOTS IN COMMAND OF INDIVIDUAL AIRCRAFT NOT PART OF 
FORMATION OR STREAM OF AIRCRAFT NEED NOT FILE THIS REPORT. 


(B) ADDITIONAL AIRCRAFT, GROUND OR AIR SPARES, WILL BE 
REPORTED AND IDENTIFIED VIA COL 5. 


De DURING DEPLOYMENT AND REDEPLOYMENT, ALL TASKED UNITS WILL 
SUBMIT FOLLOWING REPORTS WHEN APPLICABLE? 


TACOP DEPARTURE (TACM 55-12) 
TACOP AAR STRIREP (TACM 55-12) 
TACOP WEATHER (TACM 55-12) t 
TACOP ARRIVAL (TACM 55-12) 


(1) TACOP DEVIATION REPORT WILL BE SUBMITTED WHENEVER 
AIRCRAFT FLOW IS DELAYED BY ONE MINUTE OR MORE OR IN CASE OF 
DIVERSION OF AIRCRAFT TO ALTERNATE OR ABORT BASES. 


(2) FORMAT: 
(A) TAIL NUMBER OR CALL SIGN 


(B) PILOT'S NAME 


(C) CAUSE OF ABORT (IF MATERIAL FAILURE, IDENTIFY 
SYSTEM AND COMPONENT ) 


(D) HUMAN ERROR OR OMISSION 
(E) CORRECTIVE ACTION REQUIRED 


(F) ETIC 
(G) WHETHER SPARE AIRCRAFT USED. 


(H) MISSION IDENTIFIER 
(1) UNIT (OMIT FROM TELEPHONE REPORT ) 


(J) DATE 
OUTY OFFICER PAGE OF FPAGES MESSAG BEN ATION 
IiTe NO, oTG 
| 3 5 _ | DPLW-LW4-12062 | 0822382 MAY 64 
JCS\‘ouc 4358 REPRODUCTION PROHIBITED SECRET- 


INCOMING of  ° ee 
MESSAGE THE JOINT CHIEFS OF STAFF SECRET” 
(L) LOCATION 


Ce! 
(M) SPARE AIRCRAFT CALL SIGN 


(N) NAME AND TELEPHONE NUMBER OF PROJECT OFFICER 


(3) DUE OUT TIME: TELEPHONIC REPORT WITH UNCLASSIFIED 
CONTENT, IMMEDIATELY AFTER ABORT OR DIVIATION. TELEGRAPHIC 
REPORT ALSO REQUIRED NOT LATER THAN 30 MINUTES THEREAFTER} TO BE 
SUBMITTED IMMEDIATE/CLASSSIFIED/SWIFT. 


2. (S) UPON ARRIVAL AT THE GAINING COMMAND: 


A. DEPLOYMENT WILL NOT BE CONSIDERED TO BE COMPLETE UNTIL 

| BOTH ARRIVAL AND TACOP READINESS REPORTS ARE SUBMITTED TO USCINCSO 
_ GOMMAND POST AND USAFSO COMMAND POST, INFO USAFSTRIKE COMMAND 

: 


(K) TIME 


(1) FORMAT FOR TACOP READINESS REPORT: 
(A) UNIT DESIGNATION AND LOCATION 


(B) NUMBER OF AIRCRAFT IN COMMISSION AND CONFIGURED 
FOR OPERATIONAL MISSION. 


(C) ETIC OF AIRCRAFT OUT OF COMMISSION BY TAIL 


NUNBER. 


(D) NUMBER OF COMBAT READY CREWS WHICH HAVE BEEN 


BRIEFED. 


(E) DATE AND TIME (ZULU) OR B AND D ABOVE. 
(F) REMARKS (INCLUDING REQUEST FOR ASSISTANCE, ETC). 


i: (2) DUE OUT TIME: IMMEDIATELY AFTER ARRIVAL AT OVERSEAS 
EMPLOYMENT BASEe 


(3) METHOD OF SUBMISSION: CLASSIFIED/IMMEDIATE TELETYPE 
MESSAGE. 


(4) SPECIAL INSTRUCTIONS FOR READINESS REPORT. UNITS 
WILL ATTAIN HIGHEST STATE OF READINESS ASAP AFTER ARRIVAL AT 
DESTINATION BY CONFIGURING AIRCRAFT FOR MISSION ASSIGNED. CREWS 
BE BRIEFED BEFORE RELEASE FRO CREW REST. UPON COMPLETING 
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PRECEDENCE (ACTION) 


THESE ACTIONS THE READINESS REPORT WILL BE SUB 


3e (S) WHEN UNITS ARE UNDER THE OPERATIONAL CONTROL OF CINCSO,- 
REPORTING WILL BE IN ACCORDANCE WITH THAT COMMAND'S INSTRUCTIONS. 
IN THE EVENT OF NON RECEIPT OF INSTRUCTIONS, REPORTS WILL NOT BE 
DELAYED BUT BE SUBMITTED TO THE CONTROLLING COMMAND IN ACCORDANCE 
WITH THESE INSTRUCTIONS AND TACM 55-12 AS AMENDED UNTIL RECEIPT 
OF INSTRUCTIONS. 


4. (WU) SPECIAL INSTRUCTIONS: THE REPORTS REQUIREMENTS STATED 

IN THIS ANNEX OR IN TACM 55-12 DO NOT RELIEVE UNITS OR FRACTIONS 
OF UNITS OF RESPONSIBILITY TO REPORT ANY OTHER INFORMATION 
REQUIRED BY THIS OPLAN OR TO MAKE ADDITIONAL REPORTS AS REQUIRED. 
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i FROM > Amembassy PANAMA DATE: April 14, 1964 . 

: ki SUBJECT: . Current Economic Situation_and Short-Term Outlook ; : 

via EAP 
mi REF : Consulate's A-238 of March 12, 1954. 


a CIA S, : sae 
LS sae" A o| 3 a Since the reopening of the Embassy a week ago the reporting officer ot 
4 il £19 has had the opportunity of discussing Panama's present economic situation ¥ 
_and short-term prospects with a number of well-qualified persons, includ- - t 
‘ing Mr. Louis GOMEZ, Chase Manhattan Bank, Mr. Malcolm McCARDLE, First ; : 
National City Bank of New York, and Mr. Fawzi HABIB, eae representa- ‘ 


tive of the World Bank. 


i ; Though their views differed in detail, they were in accord that the 
: events of the past three months dealt a serious blow to the Panamanian 
. economy and that recovery of economic activity to the pre-January 9 level 
will be a long time in coming. 


It should be recalled, of course, that 1963 was an extremely good 
{ year insofar as the private sector of the economy was concerned, though 
the GOP experienced budgetary and fiscal problems already ‘mown to the 


BUNDY/SMITH 


Department. .There was every reason to believe that 1964 would see a ton- 


tinvation of near-boom conditions in the private sector, with a continued 
‘ALEXANDER 7 , high level of activity in the construction field, increased revenues 
aa i accruing to Panama from various Canal Zone sources, and a high level of 
Laan foreign trade. The events of January have drastically altered this opti- 
F SRESTAL mistic picture. 
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CONFERENPIAE: Dated Aoril 14, 1964 
From Embassy PANAMA 


- Capital Plight 


The present consensus is that between $30 and $33 million has been withdrawn 
from Panama since January 9, with one person (Gomez, Chase Manhattan Bank) stat- 
ing that as much as $3 to $4 million of this has been withdrawn in the past month. 


Estimates are that some $22/$24 million of the total were foreign-owmed 
deposits, mostly U. S.,» with the remainder being locally-owned capital. 


It is the feeling of those persons with whom the matter was discussed that 
some portion, perhaps half, of the Panamanian funds withdravwn may be expected to 

return during the next few months if the general atmosphere improves. Howevers 

it is believed that little or none of the foreign-ovmed capital (much of which 

has been transferred to Nassau) will be returned to Panama in the near future. 

Among the reasons given for this belief are: lack of confidence in the future 
political stability of Panama and resentment because of the Panamanian attitude 

since January; uncertainties engendered by the forthcoming Presidential elections; 

fear that a deteriorating economic situation might induce the GOP to impose some : 
form of monetary controls. ; 


Credit Situation 


The sharp decrease in deposits noted above has foreed local banks to drasti- 
; cally curtail new lending. Both of the U. S. banks consulted stated they had 
" not, in any instance, refused to go ahead with loan commitments agreed to prior 
to January 9; however, their loss of deposits, as well as the rather gloomy eco- 
nomic outlook for the next few months, has forced them to become very selective 
as far as new loans are concerned. The banks are also attemoting to curtail or 
eliminate the time-honored local custom of overdrafts, and hope to convert those 
now existing to formal loan agreements. : 


GOP Fiscal Position 


Unfortunately, the Embassy has not yet been able to obtain precise data 
covering the final quarter of the 1963/64 fiscal year ending February 29, 1964. 
Nor are figures available for the month of March, the first in the current fiscal 
year. Authoritative sources report, however, that collections have been good 
through March. This, naturally, is a reflection of a high level of business 
activity during the last months of 1963 and the arrival of imports ordered in 
advance of the crisis. 


Despite normal revenues during the past three months the GOP reportedly is 
short of cash and, in fact, some sources indicate it may have difficulty in meet- 
ing April payrolls. 


The Embassy has made further efforts during the past week to obtain more 
complete information regarding the issuance of the promissory notes referred to 
in Embassy A-216 and previous. Although the information obtained was somewhat 
contradictory, it is believed that the notes were discounted by the following 
named banks, in the amounts indicated: Banco Nacional de Panam4 $1.2 million; 
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SOMPPPENTIAR Dated April 14, 1964 
, From Embassy PANAMA 


Chase Manhattan Bank $750,600; Pirst National City Rank of New York $750,000; 
and Panama Bank & Trust Co. (French control) $300,000. 


Short-Term Outlook 


Thus far the full impact of the events of January has not been felt, nor 
its possible import for the economy fully realized. Nevertheless, all indica- 
tions point to a difficult economic situation, at least for the next few months. 
The drastic tightening of credit, coupled with a widespread feeling of uncer-~ 
tainty regarding nextmonth's Presidential election and the outcome of the pros- 
pective U. S.-Panamanian negotiations, can be expected to have a depressing 


-effect on the economy. A general decline in business activity and foreign trade 


will, in turn, be reflected in reduced revenues for the GOP. 


In brief, unless confidence in the political and economic stability of the 
country can be restored quickly and means found to enable the banking system to 


expand credit, a progressive deterioration of the economy can be anticipated in 


the months ahead. 
For the Chargé d'Affaires ad interim: 


ba. 


J. Phillip Rourk 


First Secretary of Embassy 
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FROM: USUN va | _ baATE: April 7, ae 
nee SUBJECT: PAN! UN REP: Views on Canal Treaty et al 
ca 
REF oe 
Lo \/ 0 3 ie During lunch conversations with USUI LA Adviser April 6, PAN REP I 


iol ¢ 1 3 | Quintero in expansive mood following Panama settlement discussed his 
m/f i versonsl views various matters of interest PAN and US (See USUN TEL 
' 3623 for comments RE ART 19 UN Charter). 


1. Settlement Canal Treaty issue: feels personally time is not 
approvriate for "renegotiation" of treaty and therefor present formula 
corncletely acceptable. View obsolescence present canal within ten 
years or’so, not worthwhile entirely "negotiate a new treaty”, since 
\ new treaty on another canal soon needed. Seems to assume new canal 
i would go through PAN territory. 


one ang Nada 


Pleasedwith conposition of US Rep evte eine team RE Canal Treaty 
but not so enthusiastic RE PAN team, though Moreno o.k. in Quintero's 
eyes, Jorge Illueca is an unfortunate appointment. 


Commented ‘on background and effect of "in perpetuity” and 

+t "sovereignty" cleuses, relating them to role of Bunau Varilla, a Frencn 
en as cdi ? national serving ac PAG Minister for negotiation of treaty. These 
‘ukanpee g ff phrases used at suggesticn Bunau Vari rae instead of original formula 


had : offered CCL (i.e., spelling out US rights and establishing duration of 
ounene sreaty as LCO years with risht to reney) in order in his view obtain 
FORRES [AL sveecier US Senate concurrence. Buneu Varilla criticized by many PANS 

_SESSUP but in Quintero's personal view, "sovereisnty" clause preferrable to 

ae 100 years with pernetual renewal rignt. Filled in on his views histori- 

ie i 37 Iakh dhege 

oan cal development treaty. 
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Ane 


petthrated naanett made 48 MISOFF several fates. ‘ago that aes ; 


een widespread PAN belief that changes in Canal Treaty would solve all 


. °° PAN economic woes and | referred to need for true economic and social. ree ie eet 


oe Here 
se, 


absence of US ambassador cause for disorders and breakdown in DIP and: 


other relationships, > but admitted could have. sontributed to. exacerbating, " ; 7 


situation. ne 2 


3. Feels Robles, Cari candidate, will win sameeren aces in 
Moreno has withdrawn from contest. Hotes Arnulfo Arias, whom he consi- es 


ders anti-American, will not win. Recalled last Arias ouster resulted 
Prom his absence from the country on private weekend visit to Cuba with- 
out prior consent of Congress as required by Constitution. US INFO to 
PAN GOV on Arias visit to Cuba on “personal matter” responsible for =~ 
Congressional knowledge and action, since fact of visit until vhen un= 
ynown to PAN euthorities. 


o 


hk, enceedea RE situation in PAN University; disclaimed his candi 
dacy for Rectorship. 


not leftist in Communist sense and certainly not “anti-American” but 
believes basic reforms a necessity. Added situation in PAN curious in 
that many of most conservative persons are anti-American either on 
emotionally issue of Canal and national pride or es opposed to US efforts 
at economic and social reform. On other hend, some of most "leftist" of 
reformers not in any sense anti-American end actually look to US for help 
in reforms. RE Zonians, noted he had many friends among them but that 
by and large, Zonians knew few Panamanians and this contributed to ill 
feeling. Some Zonians third generation and could not imagine any changes 
in xis their status. 


6, Queried about seeming hot bed of radicalism around Santiago, 


commented that Santiago an extremely poor and neglected area. Also seat 
of national Normal School. Presence of intellectuals and persons with 


social conscience in backward area responsible for building up resentment 
against whet was felt to be economic and social ovpression. This a 
natural breeding ground for communism and radicalism. 


STEVENSON 


es : os 2, peste. new ; US becssane Yeughen as pniena of many Pitieuen ane: . . : 
I and as man who knows’ country. and its problems thoroughly. Does not: think eee 


5. Commented on his renutation political sites as "ertist": . 
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ARMY 'CINCLANT FOR POLAD 
NA 


VY! 
AIR SUBJECT: RETELCONS WITH LANSING COLLINS CARA/P.) APRIL 8 RATE Ene OF 
RMR : PANAMANIAN FLAG TOP MAST IN SHALER TRSANGLE 


Je PASSED REQUEST OF FOREIGN MINISTER ON BEHALF PRESIDENT CHIARI TO 
RAISE PANAMANIAN FLAG FLYING ALONG SIDE US FLAG IN SHALER TRIANGLE. 
CANAL ZONE, FROM (iKte-MAST TO TOP-MAST TO DEPARTMENT BY TELEPHONE 
YESTERDAY. US FLAG FLOWN aT HALF MST HONOR MEMORY GENERAL MACARTHUR 
AND IN KEEPING CUSTOMARY PRACTICE PANAMANIAN FLAGS FLYING ALONG US 
FLAGS IN CANAL ZONE LOWERED HALF MAST. FOREIGN MINISTER STATED (1) 
GOP RECEIVED REPORTS GROUP OF STUDENTS PLANNED ATTEMPT RAISE PAN- 
AMANIAN FLAG TOP MAST IN SHALER TRIANGLE; (2) FEARED SERIOUS INCIDENT 
WOULD RESULT FROM SYCH ATTEMPT; (3) PANAMA HAD NOT RPT NOT DECREED 

_ OFFICIAL MOURNING PERIOD FOR DEATH OF MACARTHURs AND (4) PRESIDENT 
CHIARI REQUESTED PANAMANIAN FLAG BE RAISED TOP OF MAST TO PREVENT 

SERIOUS FLAG INCIDENT. 


2. INFORMED MINISTER (1) CANAL ZONE HAD FOLLOWED PRACTICE OF LOWERING . 
US FLAG TO HALF MAST WHEN PaNavaA HAD TAKEN SUCH ACTIONs (¢€2) THAT 
GENERAL MACARTHUR INTERNATIONAL FIGURE WHO HAD DEVOTED LIFE TO PRO- 
| TECTION DEMOCRACY$ (3) THAT AT LEAST VERBAL UNDERSTANDING REACHED 
| PANAMA AND US FLAGS WOULD BE LOWERED IN CANAL ZONE TO HALF “AST WHEN 
EITHER COUNTRY DECREED SUCH ACTION$ AND (4) SUGGESTED GOP GUARDSMEN © 
: WORK WITH CAN4L ZONE POLICE PREVENT ANY ATTEMPT CREATE FLAG INCIDENT 


AT SHALER TRIANGLE. 
: REPRODUCTION FROM THIS COPY IS 
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3. BY NOON INFORWED GOVERNOR OF CANAL ZONE WOULD SHORTLY RECEIVE . 
INSTRUCTION TO RAISE PANAMANIAN FLAG IN SHALER TRIANGLE TO TOP OF 

POLE, THIS DETERMINATION HAVING BEEN MADE BY PRESIDENT JOHNSON SINCE™™ 7 
REQUEST HAD BEEN MADE BY PRESIDENT CHIARI. vd 


Ae PANAMANTAN FLAG WAS RAISED TO TOP OF MAST at 1255 PM CAPR7 oe 


5. REACTION: PRESS TV AND RADIO STATIONS CARRIED STORY OF FLAG - , 2 
RAISING ALONG LINES EXPRESSED ITEM ONE ABOVE. PRESS CARRIED. ANN= 2 ed 
OUNCEMENT MADE FROM CANAL ZONE AS FOLLOWS: ~~ ae 


THE FLag OF THE UNITED STATES: WILL CONTINUE TO FLY AT HALF=ST AFF IN 
THE CANAL ZONE THROUGH SATURDAY, APRIL 11TH, AS A MARK OF RESPECT | 
FOR THE MEMORY OF GENERAL .OF THE ARMY DOUGLAS MACARTHUR. PRESIDENT 
CHIARI OF PANAMA, THROUGH THE PANAMANIAN EMBASSY IN WASHINGTON, AND: 
THROUGH THE AMERICAN CHARGE D°AFFAIRES IN PANAMA CITY, HAS OFFIC- 
TIALLY REQUESTED THE UNITED STATES GOVERNMENT TO FLY THE PANAMANIAN 
FLAG IN SHALER TRIANGLE, IN THE CANAL ZONE, AT FULL STAFF. THE UNITED . 
STATES GOVERNMENT HAS DECIDED TO HONOR THIS REQUEST BY A FOREIGN 
CHIEF OF STATE CONCERNING THE FLYING OF HIS COUNTRY’S FLAG: AND. HAS 
SO INSTRUCTED CANAL ZONE AUTHORITIES. IT HAD PREVIOUSLY. BEEN ____ 
CUSTOMARY IN THE CANAL ZONE TO FLY BOTH FLAGS AT’HALF-STAFF ON DAYS a 
OF OFFICIAL MOURNING OF EITHER COUNTRY. RECENT OCCASIONS WHEN THE UNITED 
STATES HAD COMPLIED WITH THIS COURTESY TO PANAMA WERE ON GOOD FRIDAY, { 
j 
d 
4 


ee 


ON THE OCCASION OF PANAMANIAN NATIONAL MOURNING FOR FORMER PRESIDENT 
JOSE PEZET, AND FOR THE LATE ARCHBISHOP BECKMANN. ® 


Se PICTURES WERE SHOWN IN LOCAL PRESS AND ON TV OF as PANAMANIAN 

FLAG FLYING AT TOP MAST ALONGSIDE OF US FLAG AT HALF. MAST. NUMBER : 
AMERICANS LIVING CANAL ZONE VERY IRATE AT SEEING PANAMANIAN FLAG hus 
FLYING ABOVE US FLAG AND HAVE REPORTEDLY SENT PROTESTS | EES vENT _f¢ 
JOHNSON AND VARIOUS CONGRESSMEN AND SENATORS. Ws 


Je HAVE REQUESTED NOTE FROM FOREIGN OFFICE TO FORMALIZE ABOVE | 
REQUEST TO PRESIDENT CHIARI. TAYLOR 
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PRESIDENT CHIARI LAST NIGHT NAMED DRe JORGE Ee ILLUECA. AS PANAMA‘S | 
SPECIAL AMBASSADOR. i 


ILLUECA IS PRESIDENT OF PANAMA BAR ASSOCIATION, DIRECTOR OF NEWS- | 
PAPER EL PANAMA AMERICAS. WAS FORMER PANAMANIAN AMBASSADOR TO UN, 
‘AND PARTICIPATED IN PRESENTATION PANAMA°S CHARGES TO SPECIAL 

CEN 92469 
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PAGE TWO RUESVA 612. 
COMMITTEE OF OAS AND INTERNATIONAL jurTsTS. ALSO WAS LEADING PART~ 

ICIPANT IN ULTRA-NATIONALISTIC “COMMITTEE OF NATIONAL REAFFIRMATION. 
OF PANAMA®S SOVEREIGNTY”. CCONTELS 441, ITEM 4 AND 444). TAYLOR. ° 
BT 
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‘NOTE: ADVANCE DELIVERY TO S/S-O AT 9:59 AM, 4/6/64. 
PASSED WHITE HOUSE AT 10:10 AM, 4/6/64. 
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